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Steps Involved lin Harupth ting 


For parposes of this instration, wo have agsumad that a (es pound 

feeder steer. of Good grade ig marketed ‘fron & ranch ia western wronine: Thie 
steer is bought in the Onaha Livestock market by a cattle feeder in wsiem 

Lowa. The atone is kept in feed lot for 240 daye and is a Choice grade 
slaughter steer when gent to the Chicago livestock RALKSY » At an oe 
daily rate of gain of 1.75 pounds, the steer weighs 1,120 pounds at time of 
marketinge | ee ‘ 

The various steps. involved before this beef is bought by consumers in 
Washington, D. C. includes 


Pransportation of the feeder wesee from the Wyoming range a truck and 
rail to Omaha. 


The aale of tho steer to a feeder in the Omaha market. 
Transportation by truck to feed lot. 


After feeding opsrations are comple ted, transportation by cycle and rail 
from the feed lot to Chicago. 


Sale of stear in Chicago market to meat packing company. 


Sleughier of steer in packinghouse and other marketing operations re- 
quired before carcass is ready for shipment to Washington, DB. C. 


Transportation of beef carcass in refrigerator car from Chicago to 
Washington, D. C. 


Retailing, waxehousing, and other operations required to convert carcass 
into cuts for sale to bWashington consumers. 


mth ——— : 
fhe hidss, tallow, and other byproducts that are obtained from a beef 
animal elgzo have soma market vellue and may often amount to more than 10 per- 


cent of the carcass value. Therefore, the value of thease byproducts as weil 
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as the whole sale value of the carcass determina what price the meat packer 


will pay for the live animal. Usually the wholesale value of the carcass is 


less than the tobel amount paid for the lave animal. The whole sale value of 


these byproducts: obtained from 100 pounds live welght steer has dropped from 
an estimated $1.50 in early 1951 to about $2.30. This tends to widen the 
spread between Live cattle prices and retail meat prices. 

| From 100 pounds: Live weight, only about 6 or 47? pounds of salable 
retail carcass cate are ebtained. This takes into consideration. a carcass 
dress-out of 59 poreent of the live weight, a further shrinkage in the carcass 
weight of about 3 percent from the killing floor to the time of its arrival 
in Washington, and a shrinkage of about 20 percent in the total carcass 
echt cue to fat, hones, and other waste in the cutting and trimming opera- 
tions in the retedl etore. fms, even before any marketing costs are added 
te the net return received by the Corn Belt feeder, the live wetgut. price 


per pound met be more then doubled to realize that price at the retail level. 


Retanaton marketing and feeding costs o 


Marketing costs. to rencher 


Estimated trucking cost from ranch to Rawlin: 3, Wyoming § .52 per 100 pounds 
Rail freight rate from Rawlins to Omaha ie Gg 8! 8 n 


Yardage, ee ae etc., at Omaha ee el) Same a 
oe _ §T-65 per 160 pounds 


Sale of Good oabiie steer at Onzha, average narket 


quotation, mid-October . $19.20 per 100 pounds 

Net. price received by rancher es $13.00 per 100 mounds 
Market ting costa to feeder 

 Prack transportation from Omaha to feed lot $ 235 per 100 pounds 


Marketing costs to feeder -at time of sale in 
Chicago market . 
Truck and rail transportation to Chicago $ 


peeeeees a feed, etc. 
Total 
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Selling oe Chicage {or cost to ee 
Value of byprodacts — 
Value of Live steer less byproducts 


Market value’ of 600-700 pound carcass ; aga lla 
price in Chicago, $2.00 per 100 pounds. % 59 po 
carcass yield, this is equivalent in Live deight i 


Difference ‘batwin earcase value and ret cost of Live 


steer to _— 


Estinated net returns to feedar 


Cost of ateor, 700 pounds at 818.50 ae 

Truck transporte tion to feed lot, 700 pounds at $.35 
 Botal ay 

Feed cost (assuming 12.3 bushels corn, h7 pounds 


soybean oil meal, 231 pounds — and ae pounds 


hay per 100 pounds of gain) 

Corn, 52 bushels at Jl. 
Soybean meal, 197 pounds at $05 
‘Silage, 970 pounda at $.006 © 
Hay, 1,880 pounds at $.009 
Warming period and pasture - 15 days 

Tot, al. 


Labor cost c feettne 150 head) one animal 
Marketing coats at time of sale, 1,120 at $1. 23 


Total, direct washes to feeder . 

Selling price, Choice grads ans 1,120 ‘ace gem 
at $25.50 

Net return. to feedar 


$25.50 per 100 pounds 
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$24.80 per 09 pounds 


§ 1.60 per 100 peands 


$108.50 


Note: This assumes that oninanss ‘peice will be equal to mid-octeter 

4 selling prices in Chicago market. If feeder had bought: Bcd 
grade stesr in Omaha 8 months earlier, mid-February 1953, he 
would have paid $20.50 per 100 pounds, This would lowr 
estinated net returns per animal by $35.00 to $16.80. A 
comparison of feeder prices a yaar ago with slaughter stesr 
prices in early sumer this year would give negative return. 
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Dollars pax 


100 pound 
in washington careass werets’ 
Market Tae, ‘hikago | am } 42.00 
Transportation charge, Chicago to Washington, De Go nae 2 GO 
Delivered price, Washington, De Ge. : « 
Estimated realization of retailer (aeouming retailer colle * ; 
at prices quoted) $ 55.00 
Total. margin obtained for retailing, ‘warehousing, and 
other mae operations in ee Dc I $ 11.00 or 
; 20 percent 
f eS : | Bross margin 
Estimated distribution of retail price vs oan Percent 
Retailer (Anclnding some wholesaling) — | 20 
Transportation (including tea onapeeeioil of feader steer) 9 
Other marketing costs (slaughtering, commission charges, etc.) 6 
Cattle feeder (1) and rancher (2h) - (gross retums less 
narke ting aves) ae 65 
le es, Total a i | | 166 


Total nara tie margin tends to be larger proportion of retail price 
of lower grads beef, No information is currently available. A study 
of margins for lowsr grade beet is being conducted at the aie tins 
sd USDA. _ 


Retail practices 


Since, on the eves » only 80 percent of the careass voiight is sold es 
consumers, $55 per 100 pounds carcass is equal to an average price per pound 
in the retail store of about $.69. (in terma of the retailer's estimated 
realization per pound of live weight, this is sequal to about 33 cexbs per pound.) 


There is a wide: range of selling prices, dspending on the carcass cat. 


-'The more desirable and relatively higher-priced steak cuts represent only a 


small proportion of the total carcass. The range in prices collected in a 
typical — food. chein in Meshingtan 48 as follows: 


: ee ; 3 ° Cents rpound §§ Peresnt of carcsas 
Heaehouae: steak : 4 at as Gol 
Other steak cute etree $. 85-499 Nae A ae : 
Higher-priced roasts — §,65= 075 | 19.2 
Ground beef, blade roasts, a : | 

shank cuts, short ribs Se PE) pe See ee 24 
Plate baef,: ‘brisket, ete. CO $..19~.29 ve 83 


(Remaining percent of carcass is 
fat; Cone and catting ran 


i/ Baged on ore margins nacre ey group of retell chain organizations. 
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fhe total mexkoting margin for beet has not decreased in line with 
decreases in live animal prices because of the relative inflexibility of 
many maxketing coats. Sach cost factors as transportation, labor, rents, etc. 
change slowly relative to changes in livestock prices. 

The general isvei of rail freight rates hae deen raised 11 times since 


the end of World War 1. The last across (May 1952) brought the average 


freight rate on cattle to 80 percent above ths June 1916 level wad that on 
fresh meats up 90 percent. The 1952 increase in freight rates was recently 
extended through 1955 by the ICC. 

A BAE regsarch stady disclosed that wages accounted for about 65 sercent 


of the costs of retailing most. A recent ‘survey indicated that average houxLy 


wages of journeymen neat cutters in 7 cities ineveased from an average of 
$1.67 per hour in Jarmary 1950 to $1.96 per hoar in esenery 1953, with probably 


additional increases during this year. 
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